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Item1l. InterimFinancial Statenents
Encl ai re Financial Corp. and Subsidiary
Consol i dat ed Bal ance Sheets
As of Septenber 30, 2008 (Unaudited) and Decenmber 31, 2007
(Dol I'ar ampounts in thousands, except share data)
Sept enber 30, Decenber 31,
2008 2007
Asset s

Cash and due from banks $ 5,916 $ 10, 288
Interest earning deposits w th banks 21, 637 195



Cash and cash equival ents 27,553 10, 483

Securities available for sale, at fair val ue 57,798 51,919
Loans receivable, net of allowance for |oan |osses of $2,363 and $2, 157 251, 043 229, 819
Federal bank stocks, at cost 2,890 2,662
Bank-owned life insurance 5,137 4,987
Accrued interest receivable 1, 373 1, 365
Premi ses and equi pnent, net 8, 157 7,904
Goodwi | | 1,422 1, 422
Prepai d expenses and ot her assets 1,535 1, 159

Total Assets $ 356, 908 $ 311, 720

Liabilities and Stockhol ders' Equity

Liabilities:

Deposits
Non-i nt erest bearing $ 48, 316 $ 47,111
I nterest bearing 230, 035 197, 151
Total deposits 278, 351 244,262
Short-term borrowed funds 13, 260 5, 400
Long-term borrowed funds 35, 000 35, 000
Accrued interest payable 841 771
Common stock subscriptions payabl e 3,114 --
Accrued expenses and other liabilities 963 1,584
Total Liabilities 331, 529 287,017

Conmi t nents and Conti ngenci es -- .

St ockhol ders' Equity:
Preferred stock, $1.00 par value, 3,000,000 shares authorized
none issued -- --
Conmmon stock, $1.25 par value, 12,000,000 shares authorized

1, 395, 852 shares issued; 1,267,835 shares outstanding 1,745 1,745
Addi tional paid-in capital 10, 984 10, 902
Treasury stock, at cost; 128,017 shares (2,653) (2,653)
Ret ai ned ear ni ngs 15,713 15,114
Accurul at ed ot her conprehensive |oss (410) (405)

Total Stockholders' Equity 25, 379 24,703
Total Liabilities and Stockhol ders' Equity $ 356, 908 $ 311,720

See acconpanyi ng notes to consolidated financial statenents

Encl ai re Financial Corp. and Subsidiary
Consol i dated Statenments of |ncone
For the three and nine nonths ended Septenber 30, 2008 and 2007 (Unaudited)
(Dol I ar amounts in thousands, except per share data)

For the three nonths ended For the nine nonths ended
Sept enber 30, Sept ember 30
2008 2007 2008 2007
Interest and dividend incone
Loans receivable, including fees $ 4,059 $ 3,937 % 11, 916 $ 11, 329
Securities:

Taxabl e 550 388 1, 339 1,171
Exenpt from federal inconme tax 159 169 482 514
Federal bank stocks 26 35 82 106
Deposits with banks 53 6 112 143

Total interest and dividend i ncone 4, 847 4,535 13,931 13, 263



I nterest expense
Deposits 1, 650 1,578 4,776 4,813
Borrowed funds 467 361 1,318 1, 047
Total interest expense 2,117 1, 939 6, 094 5, 860
Net interest incone 2,730 2,596 7,837 7,403
Provision for |oan | osses 140 45 285 120
Net interest inconme after provision for |oan |osses 2,590 2,551 7,552 7,283
Noni nt er est i ncone:
Fees and service charges 446 412 1,211 1,128
Conmi ssions on financial services 108 83 354 325
Net gain (loss) on available for sale securities (116) 18 (391) 194
Net gain on sales of |oans -- 15 8 22
Ear ni ngs on bank-owned |ife insurance 58 55 171 163
O her 124 113 424 366
Tot al noninterest incone 620 696 1,777 2,198
Noni nt er est expense
Conpensation and enpl oyee benefits 1, 261 1, 241 3,961 3,791
Premi ses and equi pnent 409 404 1, 247 1, 205
Ot her 626 610 1,795 1,904
Total noninterest expense 2,296 2,255 7,003 6, 900
I ncome before provision for incone taxes 914 992 2,326 2,581
Provision for incone taxes 198 238 510 569
Net incone $ 716 $ 754 $ 1, 816 $ 2,012
Basi c and dil uted earnings per share $ 0.56 $ 0.59 $ 1.43 $ 1.59
Average common shares outstandi ng 1, 267, 835 1, 267, 835 1, 267, 835 1, 267, 835
Dilutive Shares -- -- -- --
See acconpanying notes to consolidated financial statenments
2
Entl aire Financial Corp. and Subsidiary
Condensed Consol i dated Statenments of Cash Flows
For the nine nonths ended Septenber 30, 2008 and 2007 (Unaudited)
(Dol l ar ampbunts in thousands)
For the nine nonths ended
Sept enber 30,
2008 2007
Cash flows fromoperating activities
Net incone $ 1, 816 $ 2,012
Adj ustnments to reconcile net inconme to net cash provided
by operating activities:
Depreciation and anortization of prenises and equi pment 518 497
Provi sion for |oan |osses 285 120
Anortization of prem unms and accretion of discounts, net (124) 9
Anortization of intangible assets and nortgage servicing rights 13 12
Anortization of deferred | oan costs 209 197
Real i zed (gains) |osses on sales of available for sale securities, net 391 (194)
Net gains on sales of |oans (8) (22)
Originations of |oans sold (1, 263) (1,617)
Proceeds fromthe sale of |oans 1, 261 1,615
St ock conpensation expense 83 16
Ear ni ngs on bank owned |ife insurance, net (150) (144)
Increase in accrued interest receivable (8) (107)



Increase in prepaid expenses and ot her assets (387) (225)
Increase (decrease) in accrued interest payable 70 (93)
Increase in accrued expenses and other liabilities 2,493 324
Net cash provided by operating activities 5,199 2,400
Cash flows frominvesting activities
Loan originations and principal collections, net (21, 716) (13, 155)
Avai l abl e for sale securities:
Sal es -- 1,275
Maturities, repayments and calls 61, 518 13, 869
Pur chases (67, 664) (12, 136)
Purchase of federal bank stocks (228) (391)
Purchases of prem ses and equi prent (771) (324)
Net cash used in investing activities (28, 861) (10, 862)
Cash flows fromfinancing activities
Net increase (decrease) in deposits 34, 089 (8, 345)
Net increase in short-term borrowed funds 7, 860 7,600
Di vi dends paid on common stock (1, 217) (1, 103)
Net cash provided by (used in) financing activities 40, 732 (1, 848)
Net increase (decrease) in cash and cash equival ents 17, 070 (10, 310)
Cash and cash equival ents at begi nning of period 10, 483 16, 717
Cash and cash equival ents at end of period $ 27,553 $ 6, 407
Suppl emental information
Interest paid $ 6,024 $ 5,953
I ncone taxes paid 270 366
Suppl emental noncash di scl osure
Transfers fromloans to foreclosed real estate 130 --

See acconpanying notes to consolidated financial statenents

Encl ai re Financial Corp. and Subsidiary
Consol i dated Statenents of Changes in Stockhol ders' Equity
For the three and nine nonths ended Septenber 30, 2008 and 2007 (Unaudited)
(Dol I ar anmpunts in thousands, except per share data)

For the three nonths ended
Sept enber 30

2008 2007
Bal ance at begi nning of period $ 25, 005 $ 23,990 $
Net incone 716 754
Ot her conprehensive inconme (loss)
Change in net unrealized gains (losses) on available
for sale securities, net of taxes (43) 381
Less reclassification adjustment for (gains) |osses
included in net inconme, net of taxes 76 (12)
Ot her conprehensive income (loss) 33 369
Total conprehensive incone 749 1,123
St ock conpensation expense 31 15
Di vi dends decl ar ed (406) (368)
Bal ance at end of period $ 25,379 $ 24,760 $

83

(1,217)

For the nine nonths ended
Sept enber 30

16

(1,103)




Common cash dividend per share $ 0.32 $

See acconpanying notes to consolidated financial statenments

Entl ai re Financial Corp. and Subsidiary
Notes to Consolidated Financial Staterments (Unaudited)

1. Nat ure of Operations and Basis of Presentation

Encl aire Financial Corp. (the "Corporation") is a Pennsylvania conpany
organi zed as the holding conpany of Farmers National Bank of Eml enton
(the "Bank"). The Corporation provides a variety of financial services
to individuals and busi nesses through its offices in western
Pennsylvania. Its primary deposit products are checking, savings and
certificate of deposit accounts and its primary I|ending products are
residential and commercial nortgages, commercial business and consuner
| oans.

The consolidated financial statements include the accounts of the
Corporation and its wholly owned subsidiary, the Bank. Al interconpany
transactions and balances have been elimnated in preparing the
consol i dated financial statenents.

The acconpanying unaudited consolidated financial statements for the
interimperiods include all adjustnents, consisting of normal recurring
accrual s, which are necessary, in the opinion of managenent, to fairly
reflect the Corporation's consolidated financial position and results
of operations. Additionally, these consolidated financial statenents
for the interim periods have been prepared in accordance wth
instructions for the Securities and Exchange Conmi ssion's Form 10-Q and
therefore do not include all information or footnotes necessary for a
conpl ete presentation of financial condition, results of operations and
cash flows in conformity with accounting principles generally accepted
in the United States of Anerica. For further infornation, refer to the
audited consolidated financial statements and footnotes thereto for the
year ended Decenber 31, 2007, as contained in the Corporation's 2007
Annual Report of Form 10-K filed wth the Securities and Exchange
Conmi ssi on

The bal ance sheet at Decenber 31, 2007 has been derived fromthe
audited financial statements at that date but does not include all the
information and footnotes required by generally accepted accounting
principles for conplete financial statenents

The preparation of financial statements, in conformty with accounting
principles generally accepted in the United States of America, requires
managenent to nake estimates and assunptions that affect the reported
amounts in the consolidated financial statements and acconpanying
notes. Actual results could differ fromthose estinates. Materia
estimates that are particularly susceptible to significant change in
the near termrelate to the determnation of the allowance for |oan
| osses. The results of operations for interimaquarterly or year to date
periods are not necessarily indicative of the results that may be
expected for the entire year or any other period. Certain anounts
previously reported nmay have been reclassified to conform to the
current year's financial statement presentation

2. Ear ni ngs per Common Share

Basi ¢ earnings per common share (EPS) excludes dilution and is conputed
by dividing net income by the weighted average nunber of common shares
outstanding during the period. Diluted EPS reflects the potentia
dilution that could occur if securities or contracts to issue common
stock were exercised or converted into common stock or resulted in the
issuance of common stock that then shared in the earnings of the
Corporation. Options on 85,000 shares of common stock were not included
in computing diluted earnings per share because their effects were not
dilutive for the three and nine nonths periods ended Septenber 30, 2008
and 2007

3. Securities.

The Corporation's securities as of the respective dates are summarized
as follows:




(Dol I ar anpunts in thousands) Anortized Unrealized Unrealized Fai r
cost gai ns | osses val ue
Avail abl e for sale
Sept ember 30, 2008
U. S. Governnent agencies and related entities $ 17,988 $ 42 $ (113) $ 17,917
Mor t gage- backed securities 19, 801 124 (70) 19, 855
Muni ci pal securities 13, 297 366 -- 13, 663
Corporate securities 2,994 -- -- 2,994
Equity securities 3,874 -- (505) 3,369
$ 57,954 $ 531 $ (687) $ 57,798
Decenber 31, 2007
U. S. Governnment agencies and related entities $ 29, 356 $ 37 $ (59) $ 29, 334
Mort gage- backed securities 1,932 -- (48) 1, 884
Muni ci pal securities 13, 685 566 - - 14, 251
Corporate securities 2,939 - - - - 2,939
Equity securities 4,156 -- (645) 3,511
$ 52, 068 $ 603 $ (752) $ 51, 919

Management
| east on a quarterly basis,
or other concerns warrant such
(1) the
| ess than cost, (2) the financia
the issuer and (3) the intent and ability of the
its investnment in the issuer for a period of tine
for any anticipated recovery in fair val ue

eval uation

Effective Septenber 30, 2008, nmnagenent

eval uates securities for other than tenporary inpairnent at
and nore frequently when econonmc
Consi deration is given to
length of tine and the extent to which the fair value has been
condi tion and near-term prospects of
Corporation to retain

sufficient to allow

mar ket

eval uated the Corporation's

investment portfolio and determ ned that a $51, 322 other than tenporary

inmpai rment existed on Fannie Me stock
tenmporary inpairment existed on Freddie Mac stock

these securities was considered to be other than
continued concerns related to the financia

prospects of the issuers, economc conditions of the financial

and a $65, 047

ot her
The inpairment of
tenporary due to
condi tion and near-term
services

t han

industry and deteriorating narket values. These securities were witten

down to their fair market value as of Septenber 30
resulting inpairnment |osses were recognized in earnings
third quarter of 2008. This inpairnent charge was in

$275, 000 other than tenporary
the second quarter of 2008

There were no other unrealized
tenmporary at Septenber 30, 2008
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4. Loans Receivabl e
The Corporation's loans receivable as of the respective
summari zed as foll ows:
(Dol I 'ar anpunts in thousands) Sept enber 30
2008
Mort gage | oans on real estate
Residential first nortgages $ 67,529
Home equity | oans and lines of credit 56, 859
Commerci al real estate 79, 684
204, 072
Ot her |oans:
Conmrer ci al busi ness 40, 171
Consuner 9,163

2008 and the

during the
addition to a
i mpai rment charge recorded at the end of

| osses that were considered other than

dates are

Decenber 31

2007

$ 65, 706



Total | oans, gross 253, 406 231,976

Less all owance for |oan | osses 2,363 2,157
Total | oans, net $ 251, 043 $ 229, 819
Deposi ts.

The Corporation's deposits as of the respective dates are summari zed as

fol l ows:

(Dol I ar anpunts in thousands) Sept ember 30, 2008 Decenber 31, 2007
Type of accounts Armount % Amount %

Non-i nterest bearing deposits $ 48, 316 17. 3% $ 47,111 19. 3%

Interest bearing demand deposits 103, 487 37.2% 77,614 31.8%

Ti me deposits 126, 548 45. 5% 119, 537 48. 9%

Guar ant ees.

The Corporation does not issue any guarantees that would require
liability recognition or disclosure, other than its standby letters of
credit. Standby letters of credit are conditional commtnents issued by
the Corporation to guarantee the performance of a custoner to a third
party. O these letters of credit at Septenber 30, 2008, $81,000 will
expire within the next seven nonths, $684,000 will automatically renew
within the next twelve nonths and $305,000 will automatically renew
within thirteen to seventeen nonths. The Corporation, generally, holds
collateral and/or personal guarantees supporting these commtnents.
Managenent believes that the proceeds obtained through a |iquidation of
collateral and the enforcement of guarantees would be sufficient to
cover the potential amount of future paynments required under the
corresponding guarantees. The credit risk involved in issuing letters
of credit is essentially the same as those that are involved in
extending loan facilities to custoners. The current anount of the
liability as of Septenber 30, 2008 for guarantees under standby letters
of credit issued is not material.

Enpl oyee Benefit Pl ans.

The Corporation maintains a defined contribution 401(k) Plan. Eligible
enpl oyees participate by providing tax-deferred contributions up to 20%
of qualified conpensation. Enployee contributions are vested at all

times. The Corporation provides a matching contribution of up to 4% of

the participant's salary. Matching contributions for the nine nonths
ended Septenber 30, 2008 and 2007 anounted to $113,000 and $100, 000,

respectively.

The Corporation provides pension benefits for eligible enployees
through a defined benefit pension plan. Substantially all full-tine
enpl oyees participate in the retirenent plan on a non-contributing
basis and are fully vested after three years of service.

The Corporation uses Decenber 31 as the measurenment date for its plans.

The conponents of the periodic pension cost are as follows:

(Dol I ar anpunts in thousands) For the three nonths ended For the nine nonths ended Year ended
Sept enber 30, Sept enber 30, Decenber 31,



2008 2007 2008 2007 2007
Servi ce cost $ 73 $ 66 $ 199 $ 180 $ 238
I nterest cost 71 68 213 198 262
Expected return on plan assets (79) (74) (237) (228) (303)
Transition asset -- 4 -- -- --
Prior service costs (8) (8) (24) (24) (31)
Recogni zed net actuarial (gain) |oss 4 10 12 24 31
Net periodic pension cost $ 61 $ 66 $ 163 $ 150 $ 197
The expected rate of return on plan assets was 8.50% for the periods
ended Septenber 30, 2008 and 2007. The Corporation contributed $335, 000
to its pension plan for the 2008 plan year during the quarter ended
Sept ember 30, 2008
St ock Conpensation Pl ans.
In May 2007, the Corporation adopted the 2007 Stock Incentive Plan and
Trust. Under the Plan, the Corporation nmay grant options toits
directors, officers and enployees for up to 177,496 shares of common
stock. Incentive stock options, non-incentive or conpensatory stock
options and share awards may be granted under the Plan. The exercise
price of each option shall at |east equal the market price of a share
of common stock on the date of grant and have a contractual term of ten
years. Options shall vest and become exercisable at the rate, to the
extent and subject to such limtations as may be specified by the
Corporation. Effective Muy 2007, the Corporation adopted SFAS No
123(R), Share-Based Paynent, which requires that conpensation cost
related to share-based paynent transactions be recognized in the
financial statements w th nmeasurenment based upon the fair value of the
equity or liability instruments issued. For the nine-nonth periods
ended Septenber 30, 2008 and 2007, the Corporation recognized $83,000
and $16, 000, respectively, in conpensation expense for stock options.
The fair value of each option grant is estimted on the date of grant
using the Black-Scholes option-pricing nodel wth the followng
wei ght ed average assunptions
For the nine nonths ended
Sept ember 30, 2008
Di vi dend yield 4. 46%
Expected life 10 years
Expected volatility 14. 09%
Ri sk-free interest rate 5.10%
8
St ock Conpensation Pl ans (continued)
The expect ed volatility is based on hi stori cal stock price
fluctuations. The risk-free interest rates for periods wthin the
contractual life of the awards are based on the U S. Treasury yield
curve in effect at the tine of the grant. The expected life is based on
the maxi mum term of the options. The dividend yield assunption is based
on the Corporation's history and expectation of dividend payouts.
A summary of option activity under the Plan as of Septenber 30, 2008
and changes during the period then ended is presented bel ow
Wei ght ed- Aver age
Wei ght ed- Aver age Aggr egat e Remai ni ng Term

Options Exercise Price
Qutstandi ng at the beginning of the year 84, 000 $ 26. 00
Grant ed 5, 500 25.90
Exerci sed -- --
Forfeited 4,500 26. 00

Qut st andi ng as of Septenber 30, 2008 85, 000 $

Intrinsic Val ue

(in years)



Exerci sabl e as of Septener 30, 2008 -- $ -- $ - - -

A summary of the status of the Corporation's nonvested shares as of
Septenber 30, 2008, and changes during the period then ended is
presented bel ow

Wei ght ed- Aver age

Opti ons Grant-date Fair Val ue
Nonvest ed at the beginning of the year 84, 000 $ 3.39
Grant ed 5,500 2.90
Vest ed -- --
Forfeited 4,500 --
Nonvest ed as of Septenber 30, 2008 85, 000 $ 3.36

As of Septenmber 30, 2008, there was $172,000 of total unrecognized
conpensation cost related to nonvested shar e- based conpensati on
arrangenents granted wunder the Plan. That cost is expected to be
recogni zed over an average period of 1.8 years

Fair Values of Financial Instrunments

In September 2006, the Financial Accounting Standards Board (FASB)
i ssued Statenent of Financial Accounting Standards (SFAS) No. 157, Fair
Val ue Measurenents (SFAS 157), which defines fair value, establishes a
framework for measuring fair value under generally accepted accounting
principles (GAAP) , and expands di scl osures about fair value
measurenents. SFAS 157 applies to other accounting pronouncenents that
require or permt fair value neasurements. The new guidance is
effective for financial statements issued for fiscal years beginning
after Novenber 15, 2007, and for interim periods within those fisca
years. The Corporation adopted SFAS 157 effective January 1, 2008 for
financial assets and liabilities that are measured and reported at fair
val ue. There was no inpact fromthe adopti on of SFAS 157 on the anounts
reported in the consolidated financial statements. The primary effect
of SFAS 157 on the Corporation was to expand the required disclosures
pertaining to the methods used to determine fair val ues

SFAS 157 establishes a fair value hierarchy that prioritizes the inputs
to valuation nethods used to neasure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 neasurenents) and the |owest
priority to unobservable inputs (Level 3 neasurenents). The three
levels of the fair value hierarchy under SFAS 157 are as foll ows:

Fair Values of Financial Instruments (continued)

Level 1: Unadjusted quoted prices in active narkets that are
accessible at the neasurenent date for identical, unrestricted
assets or liabilities.

Level 2: Quoted prices in narkets that are not active, or
inputs that are observable either directly or indirectly, for
substantially the full termof the asset or liability

Level 3: Prices or valuation techniques that require inputs
that are both significant to the fair value neasurenment and
unobservabl e (i.e. supported with little or no market
activity).

An asset or liability's level within the fair value hierarchy is based
on the lowest level of input that is significant to the fair value
measur ement .

For assets neasured at fair value on a recurring basis, the fair value
nmeasurenents by level within the fair value hierarchy used at Septenber



30, 2008 are as follows:

(Dol I 'ar anpunts in thousands) (Level 1) (Level 2)
Quoted Prices in Si gni fi cant (Level 3)
Active Markets O her Signi ficant
for ldentical Observabl e Unobser vabl e
Descri ption Sept ember 30, 2008 Assets I nput s I nputs
Securities available for sale $ 57,798 $ 3,369 $ 54,428 $ --
$ 57,798 $ 3,369 $ 54,428  $ --

The Corporation's adoption of SFAS 157 applies only to its financia
instruments required to be reported at fair value. The adoption does
not apply to non-financial assets and non-financial liabilities unti
January 1, 2009 in accordance wth FSP FAS 157-2. The follow ng
valuation technique was used to neasure fair value of assets in the
tabl e above on a recurring basis as of Septenber 30, 2008

Available for sale securities - Fair value on available for sale
securities were based upon a market approach. Prices for securities
that are fixed incone instruments that are not quoted on an exchange

but are traded in active markets, are obtained through third party data
service providers or deal er market participants which the Corporation
has historically transacted both purchases and sales of investnent
securities. As of Septenmber 30, 2008, all fair values on available for
sale securities were based on prices obtained fromthese sources and
were based on actual market quotations for each specific security

Adopti on of New Accounting Standards

The Corporation adopted the Financial Accounting Standards Board (FASB)
Statenment of Financial Accounting Standards (SFAS) No. 157, Fair Val ue
Measurenents (SFAS 157) effective January 1, 2008 for financial assets
and liabilities that are nmeasured and reported at fair value. There was
no inpact fromthe adoption of SFAS 157 on the anmpbunts reported in the
consol idated financial statements. The primary effect of SFAS 157 on
the Corporation was to expand required disclosures pertaining to the
met hods used to deternmine fair values. See note 9 for further detail

Mer ger Conversi on

On Cctober 17, 2008, the Corporation conpleted a nmerger conversion wth
El k County Savi ngs and Loan Associ ation (ECSLA) in Ridgway

Pennsyl vani a. ECSLA nmerged with and into the Bank, with the Bank as the
surviving institution. As a result of the nmerger, the Corporation added
approxi mately  $7.4 mllion, $6. 2 mllion, and $4.5 mllion

respectively, in loans, deposits and equity. |In connection with this
transaction, the Corporation offered between a mninmum of 92,435 and
maxi mum of 200,000 shares of its conmmon stock to eligible depositors
and borrowers of ECSLA and to the general public. Orders for a total of
163,569 shares of the Corporation's commpn stock at a price of $21.15
were accepted in the offering, resulting in gross proceeds of
$3,459,484. Proceeds received prior to the nerger date were classified
as a liability on the Corporation's consolidated balance sheet as of
Septenber 30, 2008. These funds were reclassified to equity upon the
i ssuance of common shares on COctober 17, 2008. The Corporation intends
to use the proceeds to support future | oan and asset growth, to expand
its business operations and for general corporate purposes
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Ef fect of Recently |ssued Accounting Standards

In February 2007, the FASB issued SFAS No. 159, The Fair Val ue Option
for Financial Assets and Financial Liabilities - Including an anendnent
of FASB Statenment No. 115 (SFAS 159). SFAS 159 pernmits entities to
choose to nmeasure many financial instruments and certain other itens at
fair value. Unrealized gains and |osses on itens for which the fair
val ue option has been elected wll be recognized in earnings at each
subsequent reporting date. SFAS 159 is effective for the Corporation
January 1, 2008. This new accounting pronouncenent had no effect on the
Corporation's consolidated financial statements as the Corporation
el ected not to adopt SFAS 159



12.

Item 2.

In Decenber 2007, the FASB issued SFAS No. 141(R), Busi ness
Conbi nati ons (SFAS 141R). SFAS 141R establishes principles and
requi rements for how the acquirer of a business recogni zes and neasures
inits financial statements the identifiable assets acquired, the
liabilities assuned, and any noncontrolling interest in the acquiree.
SFAS 141R al so provides guidance for recognizing and neasuring the
goodwi | I acquired in the business conbination and determ nes what
information to disclose to enable users of the financial statenments to
eval uate the nature and financial effects of the business conbination.
The guidance wll beconme effective for fiscal years beginning after
Decenber 15, 2008. This new pronouncenent will inmpact the Corporation's
accounting for business conbinations conpleted beginning January 1,
2009.

I'n Decenber 2007, the FASB issued SFAS No. 160, Noncontrolling Interest
in Consolidated Financial Statenments - An Amendnment of ARB No. 51 (SFAS
160). SFAS 160 establishes accounting and reporting standards for the
noncontrolling interest in a subsidiary and for the deconsolidation of
a subsidiary. The guidance will become effective for fiscal years
begi nning after Decenber 15, 2008, which for the Corporation wll be
January 1, 2009. The Corporation believes that this new pronouncenent
will have an immterial inpact on its consol i dat ed financi al
statements.

In April 2008, the FASB issued FASB Staff Position (FSP) SFAS 142-3,
Det erm nati on of the Useful Life of Intangible Assets. This FSP anmends
the factors that should be considered in developing renewal or
ext ensi on assunptions used to determ ne the useful life of a recognized
intangi bl e asset under SFAS 142, CGoodwi || and O her Intangible Assets.
The intent of this FSP is to inprove the consistency between the useful
life of a recognized intangible asset under SFAS 142 and the period of
expected cash flows used to neasure the fair value of the asset under
SFAS 141R and other GAAP. This FSP is effective for financial
statements issued for fiscal years beginning after Decenber 15, 2008,
and interim periods wthin those fiscal years. Early adoptionis
prohibited. The Corporation is currently evaluating the potential
i mpact the new pronouncenent will have on its consolidated financial
statenents.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally
Accepted Accounting Principles (SFAS 162). SFAS 162 identifies the
sources of accounting principles and the framework for selecting the
principles wused in the preparation of financial statenents. This
Statement is effective 60 days following the SEC s approval of the
Publ i ¢ Conpany Accounting Oversight Board amendments to AU Section 411,
The Meaning of Present Fairly in Conformty wth Generally Accepted
Accounting Principles. The Corporation is currently evaluating the
potential inpact the new pronouncement wll have on its consolidated
financial statenents.

In June 2008, the FASB ratified EITF Issue No. 07-5, Determning
Whether an Instrunent (or an Enbedded Feature) is Indexed to an
Entity's Own Stock (EITF 07-5). EITF 07-5 provides that an entity
shoul d use a two step approach to evaluate whether an equity-Iinked
financial instrument (or enbedded feature) is indexed to its own stock,
including eval uating the instrument's conti ngent exercise and
settl ement provisions. It also clarifies the inpact of foreign currency
denomi nated strike prices and market-based enployee stock option
valuation instruments on the evaluation. EITF is effective for fiscal
years beginning after Decenber 15, 2008. The Corporation is currently
eval uating the potential inpact the new pronouncenent will have on its
consol i dated financial statements.
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Ef fect of Recently Issued Accounting Standards (continued).

In October 2008, the FASB i ssued FSP SFAS No. 157-3, Determining the
Fair Value of a Financial Asset When the Market for That Asset |s Not
Active (FSP 157-3). This FSP clarifies the application of the
provisions of SFAS 157 in an inactive nmarket and how an entity would
determne fair value in an inactive market. FSP 157-3 is effective
imediately and applies to the Corporation's Septenber 30, 2008
financial statements. The application of the provisions of FSP157-3 did
not materially affect the Corporation's consol i dat ed financial
statenents.

Managenent's Di scussion and Anal ysis of Financial Condition and Results

This section discusses the consolidated financial condition and results of
operations of Entlaire Financial Corp. (the "Corporation") and its wholly owned
subsidiary bank, the Farners National Bank of Enmlenton (the "Bank"), for the



three and nine nonths ended Septenber 30, 2008 conpared to the sanme periods in
2007 and should be read in conjunction with the Corporation's Decenber 31, 2007
Annual Report on Form 10-K filed with the Securities and Exchange Conm ssion and
with the acconpanying consolidated financial statements and notes presented on
pages 1 through 11 of this Form 10-Q

The Private Securities Litigation Reform Act of 1995 contains safe harbor
provi sions regardi ng forward-1ooking statements. When used in this discussion

the words "believes," "anticipates," "contenplates" and siml|ar expressions are
intended to identify forward-1ooking statenments. Such statenments are subject to
certain risks and wuncertainties that could cause actual results to differ
materially fromthose projected. Those risks and uncertainties include changes
in interest rates, the ability to control costs and expenses and genera

econonmic conditions. The Corporation does not wundertake, and specifically
di sclainms any obligation, to update any forward-looking statenments to reflect
occurrences or unanticipated events or circunstances after the date of such
statenents.

CHANGES | N FI NANCI AL CONDI Tl ON

Total assets increased $45.2 nmillion to $356.9 nillion at Septenber 30, 2008
from$311.7 mllion at Decenmber 31, 2007. This 14.5% increase resulted from
increases in cash and cash equivalents, securities and |oans receivable, net of
al | owance for loan losses, of $17.1 million, $5.9 mllion and $21.2 nillion

respectively. The increase in the Corporation's assets was prinarily funded by
increases in custonmer deposits and borrowed funds

Non-performing assets to total assets decreased to 0.22% at Septenber 30, 2008
conpared to 0.33% at Decenber 31, 2007. The Bank has a $2.3 nillion persona
loan that was not included as a non-performng asset for purposes of the
Sept ember 30, 2008 cal cul ation that has exhibited credit weaknesses and has been
classified as substandard. This loan is secured by local real property pledged
by an associate of the borrower as well as proceeds froma life insurance
policy. The Bank is in negotiations with the borrower, who has continued to nmaeke
schedul ed paynments. Due to the low loan to value ratio at the tine of the |oan
origination in March 2006, the Bank does not believe it will incur any nmateria
| osses on this |oan

Total liabilities increased $44.5 nmillion to $331.5 nillion at Septenber 30
2008 from $287.0 million at Decenber 31, 2007, while total stockholders' equity
increased $676,000 to $25.4 nmillion at Septenber 30, 2008 from $24.7 million at
Decenber 31, 2007. This 15.5% increase in total liabilities resulted primarily
fromincreases in custonmer deposits and borrowed funds of $34.1 million and $7.9
mllion, respectively.

RESULTS OF OPERATI ONS

Conparison of Results for the Three Month Periods Ended Septenber 30, 2008 and
2007

Ceneral . Net incone decreased $38,000 or 5.1%to $716,000 for the three nonths
ended Septenmber 30, 2008 from $754,000 for the same period in 2007. This
decrease was the result of increases in the provision for loan |osses and
noni nterest expense of $95,000 and $41,000, respectively, and a decrease in
noni nterest income of $76,000, partially offset by an increase in net interest
income of $134,000 and a decrease in the provision for incone taxes of $40, 000
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The decrease in noninterest income resulted as the Corporation realized security
| osses of $116,000 for the three nonths ended Septenber 30, 2008 related to two
mar ket abl e equity securities that were determ ned to be inpaired

Net interest incone. Net interest incone on a tax equivalent basis increased
$125,000 or 4.6%to $2.8 nillion for the three nonths ended Septenber 30, 2008
from $2.7 mnmillion for the same period in 2007. This net increase can be
attributed to an increase in tax equivalent interest income of $303,000
partially offset by an increase in interest expense of $178, 000

Interest income. Interest income on a tax equival ent basis increased $303, 000 or
6.5%to $4.9 nmillion for the three nonths ended Septenber 30, 2008, conpared to
$4.6 mllion for the same period in the prior year. This increase can be
attributed to increases in interest on |oans, securities and interest-earning
deposits with banks of $122,000, $152,000 and $47,000, respectively, partially
of fset by a decrease in interest on federal bank stocks of $9, 000

Tax equival ent interest earned on | oans receivable increased $119,000 or 3.0%to
$4.1 mllion for the three nonths ended Septenber 30, 2008, conpared to $3.9
mllion for the same period in 2007. This increase resulted primarily from
average loans increasing $23.2 mllion or 10.3% accounting for $394,000 in
additional loan interest incone. This increase can be primarily attributed to
growth in the Corporation's conmercial |loan portfolios. Ofsetting this volune
increase, the yield on |loans receivable decreased 45 basis points to 6.56% for
the three nmonths ended Septenber 30, 2008, versus 7.01%for the sane period in
2007, accounting for a $275,000 decrease in interest incone. Contributing to



this decrease in the average yield on | oans receivable were the recent decreases
in short-term market interest rates

In addition, the Corporation collected $60,000 of interest due associated with
the payoff of a commercial loan in August 2007 that had been on non-accrua
status. In connection wth the |oan payoff, the Corporation received al
principal and interest due under the contractual terns of the |oan agreenment and
interest collected was recorded as |oan interest income during the three nonths
ended Septenmber 30, 2007

Tax equivalent interest earned on securities increased $147,000 or 23.2%to
$780, 000 for the three nmonths ended Septenber 30, 2008, conpared to $633, 000 for
the same period in 2007. The average volume of securities increased $14.2
mllion, accounting for a $173,000 increase in interest incone. Offsetting this
volume increase, the average yield on securities decreased 19 basis points to
4.84% for the three nonths ended Septenber 30, 2008, versus 5.03%for the sane
period in 2007, as a result of certain higher yielding securities naturing. This
unfavorabl e yield variance accounted for a $26,000 decrease in interest incone

Interest earned on interest-earning deposit accounts increased $47,000 or 783.3%
to $53,000 for the three nobnths ended Septenber 30, 2008 from $6,000 for the
sane period in 2007. The average volunme of these assets increased $8.2 mllion
or 180.4% primarily as a result of an increase in customer deposits, increasing
interest income by $52,000. Offsetting this volune increase, the average yield
on interest-earning deposit accounts decreased 314 basis points to 2.44%for the
three nonths ended Septenber 30, 2008, conpared to 5.58% for the sane period in
the prior year, accounting for a $6,000 decrease in interest inconme. The
decrease in the average yield reflects the recent decreases in short-term market
interest rates. Dividends on federal bank stocks decreased $9,000 or 25.7%to
$26, 000 for the three nonth period ended Septenber 30, 2008 from $35,000 for the
sane period in 2007. The average yield on these assets decreased 250 basis
points to 3.58% for the three nonths ended Septenber 30, 2008, conpared to 6.08%
for the same period the prior year, accounting for a $17,000 decrease in
interest income. O fsetting this rate decrease, the average vol une of dividends
on bank stock increased $609,000 or 26.7%to $2.9 nmillion for the three nonths
ended Septenber 30, 2008, conpared to $2.3 nillion for the sane period the prior
year, accounting for an $8,000 increase in interest incone

Interest expense. Interest expense increased $178,000 or 9.2%to $2.1 mllion
for the three nmonths ended Septenber 30, 2008, conpared to $1.9 nmillion for the
sane period in 2007. This increase in interest expense can be attributed to an
increase in interest incurred on deposits and borrowed funds of $72,000 and
$106, 000, respectively.
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Interest expense incurred on borrowed funds increased $106,000 or 29.4%to
$467,000 for the three nonths ended Septenber 30, 2008, conpared to $361, 000 for
the sane period in the prior year. This increase in interest expense can be
attributed to the increase in the average balance of borrowed funds of $13.8
mllion or 43.0%to $45.9 mllion for the three nonths ended Septenber 30, 2008

conpared to $32.1 nillion for the same period in the prior year contributing
$143,000 in additional expense. This volume increase was the result of $5.0
mllion of FHLB long-term borrowi ngs placed in the fourth quarter of 2007 used
primarily to fund loan growth and a $8.8 nillion increase in short-term
borrowings used to fund security purchases. Partially offsetting this volune
increase, the cost of borrowed funds decreased 41 basis points to 4.05% for the
three nmonths ended Septenber 30, 2008, conpared to 4.46%for the sane period in
2007 causing a $37,000 decrease in interest expense

Interest expense incurred on deposits increased $72,000 or 4.6%to $1.7 mllion
for the three nonths ended Septenber 30, 2008 conpared $1.6 million for the sanme
period in 2007. The average volune of interest-bearing deposits increased $28.5
mllion to $220.8 wmillion for the three nonths ended Septenber 30, 2008
conpared to $192.3 nillion for the sane period in 2007 causing a $221,000
increase in interest expense. Partially offsetting this favorable volune
variance, the cost of interest-bearing deposits decreased 29 basis points to
2.97% for the three nonths ended Septenber 30, 2008, conpared to 3.26%for the
same period in 2007 causing a $149, 000 decrease in interest expense
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Aver age Bal ance Sheet and Yield/ Rate Analysis. The following table sets forth

for the periods indicated, information concerning the total dollar anpunts of
interest income from interest-earning assets and the resulting average yields

the total dollar ampbunts of interest expense on interest-bearing liabilities and
the resulting average costs, net interest income, interest rate spread and the
net interest margin earned on average interest-earning assets. For purposes of
this table, average |loan balances include non-accrual |oans and exclude the
al |l owance for |oan |osses and interest incone includes accretion of net deferred
loan fees. Interest and yields on tax-exenpt |oans and securities (tax-exenpt
for federal income tax purposes) are shown on a fully tax equivalent basis. The
information is based on average daily bal ances during the periods presented



(Dol l ar ampunts in thousands)

Loans, taxable
Loans, tax exenpt
Total |oans receivable

taxabl e
tax exenpt

Securities,
Securities,
Total securities

I nterest-earning deposits w th banks

Federal bank stocks
Total interest-earning cash equivalents
Total interest-earning assets

Cash and due from banks
O her noninterest-earning assets

Total Assets

Interest-bearing liabilities:

I nterest-bearing demand deposits
Ti me deposits
Total interest-bearing deposits

short-term
long-term

Borrowed funds
Borrowed funds

Total borrowed funds

Total interest-bearing liabilities

Noni nt er est - beari ng demand deposits

Fundi ng and cost of funds
O her noninterest-bearing liabilities

Total Liabilities
St ockhol ders' Equity
Liabilities and Stockhol ders

Tot al Equity

Net interest incone

Interest rate spread (difference between
wei ght ed average rate on interest-earning
assets and interest-bearing liabilities)
Net interest margin (net interest

income as a percentage of average
interest-earning assets)

Anal ysis of Changes in Net Interest Incone.
changes in interest income and interest
volume of interest-earning assets and
changes in yields and rates. The table

the Corporation's interest inconme and interest
changes in rate (change in rate

vol ume (changes in volunme

The follow ng
expense in terms of: (1)
i nterest-bearing
reflects the extent to which changes in
expense are
mul tiplied by prior year
multiplied by prior

2008 2007
Aver age Yield / Aver age Yield /
Bal ance I nterest Rat e Bal ance I nterest Rat e
$ 241,985 $ 3,995 6.57% $ 218,421 $ 3,867 7.02%
5,919 92 6. 15% 6, 255 102 6. 46%
247,904 4,087 6.56% 224,676 3,969 7.01%
50, 196 550 4.36% 35, 401 388 4.35%
13,914 230 6.58% 14, 543 245 6. 68%
64,110 780 4.84% 49, 944 633 5. 03%
8, 644 53 2.44% 454 6 5. 58%
2,892 26 3.58% 2,283 35 6. 08%
11, 536 79 2.72% 2,737 41 6. 00%
323,550 4,946 6. 08% 277, 357 4,643 6. 64%
5,935 5,770
15, 082 14,774
$ 344,567 $ 297,901
$ 95,121 355 1.48% $ 73,740 240 1.29%
125,711 1, 295 4.10% 118, 585 1, 338 4. 48%
220, 832 1, 650 2.97% 192, 325 1,578 3.26%
10, 894 72 2.63% 2,086 21 3. 99%
35, 000 395 4.49% 30, 000 340 4.50%
45, 894 467 4.05% 32,086 361 4. 46%
266, 726 2,117 3.16% 224,411 1,939 3. 43%
50, 064 -- -- 46, 334 -- --
316, 790 2,117 2.66% 270, 745 1,939 2.84%
2,723 2,930
319,513 273,675
25, 054 24,226
$ 344,567 $ 297,901
$ 2,704
2.92% 3.21%
3.48% 3.87%
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table analyzes the

changes in
liabilities and (2)
attributable to
volume), changes in

year rate) and changes



attributable to the conbined i npact of volume/rate (change in rate nmultiplied by

change in the conbined
volunme/rate

variances

vol une) . The changes attributable to
are allocated on a consistent basis

Changes in interest incone on |oans and securities r

i mpact  of

bet ween the volune and rate

eflect the

Three nonths ended Sept enber 30
2008 versus 2007

I ncrease (Decrease) due to

changes in interest income on a fully tax equival ent basis
(Dol I ar ampunts in thousands)
Vol ume
I nterest incone
Loans $ 394
Securities 173
Interest-earning deposits w th banks 52
Federal bank stocks 8
Total interest-earning assets 627
I nterest expense
Deposits 221
Borrowed funds 143
Total interest-bearing liabilities 364
Net interest incone $ 263

|l oan | osses. The Corporation records provisions for
of total allowance for |oan |osses that
knowl edge, covers all known and i nherent
estimabl e at each reporting date

Provi si on for
maintain a |level
the best of its
probabl e and reasonably

| oan | osses to
managenent believes, to
| osses that are both
Managenent considers

historical |oss experience, the present and prospective financial condition of
borrowers, current conditions (particularly as they relate to markets where the
Cor por ati on originates loans), the status of non-performng assets, the
estimated wunderlying value of the collateral and other factors related to the

collectibility of the loan portfolio

Information pertaining to the allowance for loan |[|osses and

assets for the quarters ended Septenber

non- perform ng
30, 2008 and 2007 is as follows:

(Dol I ar ampunts in thousands) At or for the three nonths ended
Sept enber 30
2008 2007

Bal ance at the beginning of the period $ 2,301 2,086

Provision for l|oan |osses 140 45
Charge-offs (86) (16)

Recoveri es 8 3
Bal ance at the end of the period $ 2,363 2,118
Non- per f or mi ng | oans $ 783 931
Non- perform ng assets 797 1,015
Non-performing |loans to total |oans 0. 31% 0. 41%
Non-perform ng assets to total assets 0.22% 0. 34%
Al l owance for |oan |osses to total |oans 0. 93% 0. 93%
Al l owance for |oan | osses to non-performng |oans 301. 79% 227. 48%
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The provision for loan |osses increased $95,6000 or 211.1%to $140,000 for the



three nmonth period ended Septenber 30, 2008 from $45,000 for the sane period in
the prior year. Managenent's evaluation of the loan portfolio, including the
changing conposition of the portfolio as well as economc trends, regulatory
considerations and other factors contributed to the recognition of $140,000 in
the provision for loan | osses during the three nonths ended Septenber 30, 2008

Noni nterest incone. Noninterest inconme decreased $76,000 or 10.9%to $620, 000
during the three nonths ended Septenber 30, 2008, conpared to $696, 000 during
the sanme period in the prior year. This decrease can be attributed to the
decreases in gains and |osses on securities and gains on the sale of |oans of
$134,000 and $15,000, respectively. Partially offsetting this decrease in
noni nterest inconme were increases in fees and service charges, conm ssions on
financial services, earnings on bank-owned |life insurance and other noninterest
income of $34,000, $25,000, $3,000 and $11, 000, respectively.

The Corporation realized security |osses of $116,000 in the third quarter of
2008 conpared to gains of $18,000 for the sane period in 2007. Managenent
determned that two marketable equity securities were inpaired. The inpairnent
of these financial industry securities were considered to be other than
tenporary due to recent developnents in the financial condition and near-term
prospects of the issuers, a downturn in the economc conditions affecting the
industry and declining book values of the securities. At Septenber 30, 2008

these securities were witten down to their current fair value

Noni nt erest expense. Noninterest expense increased $41,000 or 1.8%to $2.3
mllion during the three nonths ended Septenber 30, 2008 conpared to the sane
period in 2007. This increase in noninterest expense can be attributed to
increases in conpensation and enployee benefits, prem ses and equipnent and
ot her noninterest expense of $20, 000, $5,000 and $16, 000, respectively

Conpensation and enpl oyee benefits increased $20,000 or 1.6%to $1.3 mllion for
the three nonths ended Septenber 30, 2008. This increase can be attributed
primarily to normal salary and wage increases, partially offset by a decrease in
incentive expense

Premi ses and equi pnent increased $5,000 or 1.2%to $409,000 for the three nonths
ended Septenmber 30, 2008, conpared to $404,000 for the same period in the prior
year. This increase can be attributed primarily to costs associated with an
additional branch office which was opened in Gove City, Pennsylvania during
April 2008

Ot her noninterest expense increased $16,000 or 2.6%to $626,000 during the three
mont hs ended Septenber 30, 2008, conpared to $610,000 for the sane period in the
prior year. This increase can be attributed prinmarily to increases in FDIC
insurance and internet banking expense, partially offset by decreases in
mar keting and professional fees

The Corporation anticipates a significant increase in the cost of federa

deposit insurance fromcurrent levels of five to seven basis points. The FDI C
has recently proposed to increase the assessnent rate for the nost highly rated
institutions to between 12 and 14 basis points for the first quarter of 2009 and
to between 10 and 14 basis points thereafter. Assessnment rates could be further
increased if an institution's FHLB advances exceed 15% of deposits. The FDI C has
al so established a program under which it fully guarantees all non-interest
bearing transaction accounts and senior unsecured debt of a bank or its holding
conpany. Institutions that do not opt out of the programby Decenber 5, 2008
wi || be assessed ten basis points for non-interest bearing transaction account
bal ances in excess of $250,000 and 75 basis points of the ambunt of debt issued

Provision for incone taxes. The provision for inconme taxes decreased $40,000 or
16.8%to $198,000 for the three nonths ended Septenber 30, 2008, conpared to
$238,000 for the same period in the prior year. This was due to a decrease in
pre-tax earnings of $79,000 or 7.9%to $914,000 for the three nonths ended
Sept ember 30, 2008, conpared to $992,000 for the sane period in the prior year
and a decrease in the effective tax rate to 21.7%for the three nonths ended
September 30, 2008, conpared to 24.0% for the same period in 2007. The
difference between the statutory rate of 34% and the Corporation's effective tax
rate is due to tax-exenpt income earned on certain tax-free |loans and securities
and bank-owned |ife insurance
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Conparison of Results for the Nine Month Periods Ended Septenber 30, 2008 and
2007

General. Net incone decreased $196,000 or 9.7%to $1.8 nillion for the nine
nont hs ended Septenber 30, 2008 from $2.0 million for the sane period in 2007
This decrease was a result of increases in the provision for |oans |osses and
noni nterest expense of $165, 000 and $103, 000, respectively, and a decrease in
noni nterest income of $421,000. Partially offsetting this decrease was an
increase in net interest incone of $434,000 and a decrease in the provision for
income taxes of $59, 000

Net interest incone. Net interest inconme on a tax equivalent basis increased
$411,000 or 5.3%to $8.1 mnillion for the nine nonths ended Septenber 30, 2008



from $7.7 mnmillion for the same period in 2007. This net increase can be
attributed to an increase in tax equivalent interest income of $645,000
partially offset by a $234,000 increase in interest expense

Interest income. Interest income on a tax equival ent basis increased $645, 000 or
4.7%to $14.2 nmillion for the nine nonths ended Septenber 30, 2008, conpared to
$13.6 mnillion for the sane period in the prior year. This increase can be
attributed to an increase in interest earned on | oans and securities of $579, 000
and $121, 000, respectively, partially offset by decreases in interest earned on
federal bank stocks, and interest-earning deposits w th banks of $24,000 and
$31, 000, respectively.

Tax equival ent interest earned on | oans receivable increased $579,000 or 5.1%to
$12.0 million for the nine nonths ended Septenber 30, 2008, conpared to $11.4
mllion for the sane period in 2007. During that tinme, average |oans increased
$20.8 mllion or 9.5% accounting for $1.1 mllion in additional |oan interest
income. This increase can be prinmarily attributed to growth in the Corporation's
commercial loan portfolios. Partially offsetting this volune increase, the yield
on |l oans decreased 29 basis points to 6.66%for the nine nonths ended Septenber
30, 2008, versus 6.95% for the sane period in 2007, accounting for a $473,000
decrease in interest inconme. Contributing to this unfavorable yield variance
were the recent decreases in short-termmarket interest rates. In addition, the
Corporation collected $120,000 of interest due as a result of the payoff of a
commercial loan in April and August 2007 that had been on non-accrual status. In
connection wth the |oan payoff, the Corporation received all principal and
interest due under the contractual terns of the loan agreement and interest
collected was recorded as loan interest income during the nine nonths ended
Sept ember 30, 2007

Tax equival ent interest earned on securities increased $121,000 or 6.4%to $2.0
mllion for the nine nonths ended Septenber 30, 2008, conpared to $1.9 million
for the same period in 2007. The average volunme of securities increased $3.1
mllion to $55.2 million for the nine nonths ended Septenber 30, 2008, conpared
to $52.1 million for the nine nonths ended Septenber 30, 2007. This resulted in
a $113,000 increase in interest incone. In addition to this favorable volune
vari ance, the average yield on securities increased one basis point to 4.93%for
the nine nmonths ended Septenber 30, 2008, versus 4.92%for the sane period in
2007, accounting for an additional $8,000 in interest income

Interest earned on interest-earning deposit accounts decreased $31, 000 or 21.7%
to $112,000 for the nine nonths ended Septenmber 30, 2008 from $143,000 for the
sane period in 2007. The average yield on interest-earning deposit accounts
decreased 291 basis points to 2.35%for the nine nonths ended Septenber 30
2008, conpared to 5.26% for the sane period in the prior year, accounting for
the decline in interest income. The decrease in the average yield reflects the
recent decreases in short-termmarket interest rates. Interest earned on federa
bank stocks decreased $24,000 to $82,000 for the nine nonth period ended
Sept ember 30, 2008 from $106,000 for the same period in the prior year as a
result of a lower yield. The lower yield resulted fromthe recognition of a
special dividend on FHLB capital stock during the nine nonths ended Septenber
30, 2007

Interest expense. Interest expense increased $234,000 or 4.0%to $6.1 mllion
for the nine nmonths ended Septenber 30, 2008, conpared to $5.9 nmillion for the
same period in the prior year. This increase in interest expense can be
attributed to an increase in interest incurred on borrowed funds of $271, 000
partially offset by a decrease in interest incurred on deposits of $37,000
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I nterest expense incurred on borrowed funds increased $271,000 or 25.9%to $1.3
mllion for the nine nonths ended Septenber 30, 2008, conpared to $1.0 million
for the same period in the prior year. This increase in interest expense can be
attributed to the increase in the average balance of borrowed funds of $11.4
nmllion to $42.7 mllion for the nine nonths ended Septenber 30, 2008, conpared
to $31.3 million for the same period in the prior year. This volunme increase was
the result of $5.0 nmillion of FHLB long-term borrowings placed in the fourth
quarter of 2007 used primarily to fund loan growth and a $6.4 nillion increase
in average short-term borrowi ngs used primarily to fund security purchases. This
vol ume variance contributed $358,000 in additional expense. Partially offsetting
this volume increase, the cost of borrowed funds decreased 35 basis points to
4.12% for the nine nonths ended Septenber 30, 2008, conpared to 4.47%for the
sane period in 2007 causing a $87,000 decrease in interest expense

I nterest expense incurred on deposits decreased $37,000 or 1.0% at $4.8 mllion
for the nine months ended Septenber 30, 2008 and 2007. This decrease can be
attributed to the cost of interest-bearing deposits decreasing 21 basis points
to 3.08% for the nine nonths ended Septenber 30, 2008, conpared to 3.29% for the
sane period in 2007 accounting for a $317,000 decline in interest expense. The
decrease in the rate paid on deposits reflects the recent decreases in
short-term market interest rates. Partially offsetting this favorable yield
variance, the average volune of deposits increased $11.7 nillion or 6.0%to
$207.0 mllion for the nine nonths ended Septenber 30, 2008, conpared to $195.3
mllion for the same period in 2007 contributing $280,000 in additional expense



Aver age Bal ance Sheet and Yield/ Rate
for the periods
interest income from
the total
the resulting

net

this table,
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Anal ysi s.
indicated, information
interest-earning

interest margin earned on average

average | oan bal ances include

concerning the tota
assets and the resulting average yields
dol l ar ampbunts of interest expense on interest-bearing liabilities and
average costs, net interest inconme

The follow ng table sets forth

dol | ar amobunts of

interest rate spread and the
interest-earning assets. For purposes of
non-accrua

I oans and excl ude the

al | owance for loan |l osses and interest inconme includes accretion of net deferred

| oan fees.

for

Interest and yields on tax-exenpt
f eder al

| oans and securities
incone tax purposes) are shown on a fully tax equival ent

(tax- exenpt
basis. The

information is based on average daily bal ances during the periods presented

(Dol I ar ampunts in thousands)

Loans, taxable
Loans, tax exenpt
Total |oans receivable

Securities, taxable
Securities, tax exenpt

Total securities
Interest-earning deposits w th banks
Federal bank stocks

Total interest-earning cash equivalents

Total interest-earning assets
Cash and due from banks
Ot her noninterest-earning assets

Total assets

Interest-bearing liabilities:

Net

I nterest-bearing demand deposits
Ti me deposits
Total interest-bearing deposits

Borrowed funds
Borrowed funds

long-term
short-term
Total borrowed funds

Total interest-bearing liabilities

Noni nt er est - beari ng demand deposits

Fundi ng and cost of funds
O her noninterest-bearing liabilities

Total liabilities
St ockhol ders' equity
Total liabilities and stockhol ders

interest incone

Interest rate spread (difference between

Net

wei ght ed average rate on interest-earning
assets and interest-bearing liabilities)
interest margin (net interest

incone as a percentage of average
interest-earning assets)

equity $

2008 2007
Aver age Yield / Aver age Yield /
Bal ance I nterest Rat e Bal ance I nterest Rat e
$ 234,642 $ 11, 722 6.67% $ 213,477 $ 11, 116 6. 96%
6,024 281 6. 24% 6, 364 308 6. 46%
240, 666 12, 003 6. 66% 219, 841 11, 424 6. 95%
40, 970 1, 339 4.37% 37, 241 1,171 4.20%
14, 201 698 6.57% 14, 877 745 6. 70%
55,171 2,037 4.93% 52,118 1,916 4.92%
6,374 112 2.35% 3,633 143 5.26%
2,721 82 4. 00% 2,271 106 6. 24%
9, 095 194 2. 84% 5,904 249 5. 64%
304, 932 14,234 6. 24% 277,863 13,589 6. 54%
5,578 5, 865
14,762 14, 659
$ 325,272 $ 298, 387
$ 87,077 949 1.46% $ 72,925 697 1.28%
119, 933 3,827 4.26% 122, 372 4,116 4.50%
207,010 4,776 3.08% 195, 297 4,813 3.29%
35, 000 1,177 4. 49% 30, 000 995 4. 43%
7,728 141 2.44% 1, 297 52 5. 36%
42,728 1, 318 4.12% 31, 297 1, 047 4. 47%
249,738 6, 094 3.26% 226, 594 5, 860 3. 46%
48, 041 -- -- 44,939 -- --
297,779 6, 094 2.73% 271,533 5, 860 2.89%
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Anal ysis of Changes in Net Interest Income. The following table analyzes the
changes in interest incone and interest expense in ternms of: (1) changes in
volume of interest-earning assets and interest-bearing liabilities and (2)
changes in yields and rates. The table reflects the extent to which changes in
the Corporation's interest inconme and interest expense are attributable to
changes in rate (change in rate nultiplied by prior year volune), changes in
vol unme (changes in volune multiplied by prior year rate) and changes
attributable to the conbined i npact of volune/rate (change in rate nultiplied by
change in volunme). The changes attributable to the conbined inpact of
volume/rate are allocated on a consistent basis between the volune and rate
variances. Changes in interest income on |loans and securities reflect the
changes in interest income on a fully tax equival ent basis

(Dol I 'ar anpunts in thousands) Ni ne nonths ended Septenber 30
2008 versus 2007
I ncrease (Decrease) due to

Vol ume Rat e Tot al

Interest income:

Loans $ 1,052 $ (473) $ 579

Securities 113 8 121

I nterest-earning deposits w th banks 73 (104) (31)

Federal bank stocks 18 (42) (24)

Total interest-earning assets 1, 256 (611) 645
I nterest expense

Deposits 280 (317) (37)

Borrowed funds 358 (87) 271

Total interest-bearing liabilities 638 (404) 234
Net interest incone $ 618 $ (207) $ 411

Provision for |oan | osses. The Corporation records provisions for |oan | osses to
maintain a level of total allowance for |oan |osses that nanagenent believes, to
the best of its know edge, covers all known and inherent |osses that are both
probabl e and reasonably estinable at each reporting date. Managenent considers
historical |oss experience, the present and prospective financial condition of
borrowers, current conditions (particularly as they relate to narkets where the
Cor por ati on originates |loans), the status of non-performng assets, the
estimated wunderlying value of the collateral and other factors related to the
collectibility of the |loan portfolio

Information pertaining to the allowance for loan |osses and non-performng
assets for the nine nonths ended Septenber 30, 2008 and 2007, and the year ended
Decenber 31, 2007 is as follows:

At or for the

At or for the nine nonths ended year ended
Sept ember 30, Decenber 31,
2008 2007 2007
Bal ance at the beginning of the period $ 2,157 $ 2,035 $ 2,035
Provision for |oan |osses 285 120 256
Charge-offs (113) (63) (164)
Recoveri es 34 26 30

Bal ance at the end of the period $ 2,363 $ 2,118 $ 2,157



Non- per f or mi ng | oans $ 783 $

931

1,015
0. 41%
0. 34%
0. 93%
227. 48%

$

931

1,015
0.41%
0. 33%
0. 93%
231. 69%

Non- perform ng assets 797

Non-performing loans to total |oans 0. 31%

Non-perform ng assets to total assets 0.22%

Al l owance for |oan |osses to total |oans 0. 93%

Al'l owance for |oan |osses to non-perform ng | oans 301. 79%
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The provision for |oan |osses increased $165,6000 or 137.5%to $285,000 for the
nine month period ended Septenber 30, 2008 from $120, 000 for the sanme period in
the prior year. Managenent's evaluation of the loan portfolio, including the
changing conposition of the portfolio as well as economic trends, regulatory
consi derations and other factors contributed to the recognition of $285,000 in
the provision for loan |osses during the nine nonths ended Septenber 30, 2008

Noni nterest incone. Noninterest income decreased $421,000 to $1.8 million for
the nine nonths ended Septenber 30, 2008, conpared to $2.2 nillion for the sane
period in the prior year. This decrease can be attributed to decreases in gains
on securities and |loan sales of $585,000 and $14, 000, respectively, partially
of fset by increases in fees and service charges, conm ssions earned on financia
services, earnings on bank-owned life insurance and other noninterest incone of
$83, 000, $29, 000, $8,000 and $59, 000, respectively

The Corporation realized security |osses of $391,000 during the nine nonths
ended Septenber 30, 2008 conpared to gains of $194,000 for the same period in
2007. During the second and third quarters of 2008, neanagenent determ ned there
were other than tenporary inpairment |osses related to Fannie Mae and Freddie
Mac stock due to financial and economic condition concerns and declining book
val ues of the securities. The gain during the nine nonth period ended Septenber
30, 2007, was primarily due to gains fromthe sale of a community bank stock
investment as a result of that bank's nerger with a larger financi al
institution.

Noni nterest expense. Noninterest expense increased $103,000 or 1.5%to $7.0
mllion during the nine nonths ended Septenber 30, 2008, conpared to $6.9
mllion during the same period in the prior year. This increase in noninterest
expense can be attributed to increases in conpensation and benefits and prem ses
and equi pment of $170,000 and $42,000, respectively, partially offset by a
decrease in other noninterest expense of $109, 000

Conpensation and benefits increased $170,000 or 4.5%to $4.0 nillion during the
nine nonths ended Septenber 30, 2008, conpared to $3.8 nmillion for the same
period in the prior year. This increase can be attributed primarily to nornal
salary and wage increases and the addition of staff associated with the opening
of the Grove City office in April 2008

Preni ses and equi pnent increased $42,000 or 3.5%to $1.2 nmillion during the nine
months ended Septenber 30, 2008.. This increase is primarily related to
increased building and equi pnent depreciation, wutilities, and general building
expense associated with the additional branch office which was opened in Apri
2008.

Ot her noninterest expense decreased $109,000 or 5.7%to $1.8 nmillion during the
nine nonths ended Septenber 30, 2008, conpared to $1.9 nmillion for the sane
period in the prior year. This decrease can be attributed to decreases in
professional fees relating to Sarbanes-Oxley Section 404 conpliance and
mar keting and courier expense decreases. Partially offsetting these decreases
were increases in FDIC insurance, nmenbership and subscription, postage, and
printing and office supplies

Provision for inconme taxes. The provision for income taxes decreased $59, 000 or
10. 4% to $510,000 for the nine nmonths ended Septenmber 30, 2008, conpared to
$569, 000 for the same period in the prior year due primarily to the decrease in
pre-tax earnings of $255,000 or 9.9%to $2.3 nillion for the nine nonths ended
September 30, 2008, conpared to $2.6 nmillion for the same period in the prior
year. In addition, the effective tax rate was 21.9% for the nine nonths ended
Septenmber 30, 2008, conpared to 22.0% for the same period in 2007. The
di fference between the statutory rate of 34% and the Corporation's effective tax
rate is due to tax-exenpt income earned on |oans, securities and bank-owned life
i nsurance

LIQU D TY

The Corporation's primary sources of funds generally have been deposits obtained
through the offices of the Bank, borrow ngs fromthe FHLB and anortization and
prepaynents of outstanding |oans and maturing securities. During the nine nonths
ended Septenber 30, 2008, the Corporation used its sources of funds primarily to
fund |l oan originations and security purchases. As of such date, the Corporation
had outstanding loan commitnents, including undisbursed |oans and anounts



avail able under credit lines, totaling $27.3 million, and standby Iletters of
credit totaling $1.1 nillion
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At Septenber 30, 2008, tinme deposits anmpunted to $126.5 million or 45.5% of the
Corporation's total consolidated deposits, including approximately $51.9 million
of which are scheduled to mature within the next year. Managenent of the

Corporation believes that it has adequate resources to fund all of its
commitments, that all of its commtnents will be funded as required by rel ated
maturity dates and that, based upon past experience and current pricing
policies, it can adjust the rates of tine deposits to retain a substantia

portion of maturing liabilities.

Aside from liquidity available from custoner deposits or through sales and
maturities of securities, the Corporation has alternative sources of funds such
as a term borrowing capacity fromthe FHLB and, to a linmted and rare extent
the sale of |oans. At Septenber 30, 2008, the Corporation's borrowing capacity
with the FHLB, net of funds borrowed, was $122.8 nmillion

Managenent is not aware of any condi tions, i ncludi ng any regul atory
reconmendations or requirenents, which would adversely inpact its liquidity or
its ability to neet funding needs in the ordinary course of business

CRI TI CAL ACCOUNTI NG POLI CI ES

Managenent views critical accounting policies to be those which are highly
dependent on subjective or conplex judgnents, estimtes and assunptions and
where changes in those estimates and assunptions could have a significant inpact
on the financial statenents. Managenent currently views the determination of the
al lowance for loan l|osses and the evaluation of securities for other than
tenporary inpairment as critical accounting policies

The al |l owance for | oan | osses provides for an estimte of probable |osses in the

| oan portfolio. In determining the appropriate |evel of the allowance for |oan
| osses, the loan portfolio is separated into risk-rated and honbgeneous pools
M gration analysis/historical loss rates, adjusted for relevant trends, have

been applied to these pools. Qualitative adjustnents are then applied to the
portfolio to allow for quality of |ending policies and procedures, national and
| ocal econonic and business conditions, changes in the nature and volune of the
portfolio, experience, ability and depth of |ending managenent, changes in the
trends, volumes and severity of past due, non-accrual and classified |oans and
loss and recovery trends, quality of the Corporation's |oan review system
concentrations of «credit, and external factors. The nethodology used to
determine the adequacy of the Corporation's allowance for loan losses is
conprehensive and neets regulatory and accounting industry standards for
assessing the allowance, however, it is still an estimate. Loan |osses are
charged agai nst the all owance while recoveries of anpunts previously charged-of f
are credited to the allowance. Loan |oss provisions are charged agai nst current
earnings based on nmanagenent's periodic evaluation and review of the factors
indi cated above

Managenment eval uates securities for other than tenporary inpairnment at |east on
a quarterly basis, and nore frequently when economi c, nmarket or other concerns
warrant such evaluation. Consideration is given to (1) the length of tine and
the extent to which the fair value has been less than cost, (2) the financia
condition and near-term prospects of the issuer and (3) the intent and ability
of the Corporation to retain its investnent in the issuer for a period of tinme
sufficient to allow for any anticipated recovery in fair value

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Market risk for the Corporation consists primarily of interest rate risk
exposure and liquidity risk. Since virtually all of the interest-earning assets

and interest-bearing liabilities are at the Bank, virtually all of the interest
rate risk and liquidity risk lies at the Bank level. The Bank is not subject to
currency exchange risk or coomodity price risk, and has no trading portfolio

and therefore, is not subject to any trading risk. In addition, the Bank does
not participate in hedging transactions such as interest rate swaps and caps

Changes in interest rates will inpact both incone and expense recorded and al so
the market value of long-term interest-earning assets and interest-bearing
liabilities. Interest rate risk and liquidity risk management is performed at
the Bank level. Although the Bank has a diversified loan portfolio, |oans

outstanding to individuals and businesses depend upon the Ilocal economc
conditions in the inmediate trade area
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One of the primary functions of the Corporation's asset/liability managenment
conmittee is to nonitor the level to which the balance sheet is subject to
interest rate risk. The goal of the asset/liability committee is to nanage the
relationship between interest rate sensitive assets and liabilities, thereby



mnimzing the fluctuations in the net interest margin, whi ch achi eves
consistent growth of net interest incone during periods of changing interest
rates.

Interest rate sensitivity is the result of differences in the anmounts and
repricing dates of the Bank's rate sensitive assets and rate sensitive
liabilities. These differences, or interest rate repricing "gap", provide an
indication of the extent that the Corporation's net interest income is affected
by future changes in interest rates. A gap is considered positive when the
anpbunt of interest rate-sensitive assets exceeds the anobunt of interest
rate-sensitive liabilities and is considered negative when the anount of
interest rate-sensitive liabilities exceeds t he anount of i nterest
rate-sensitive assets. Generally, during a period of rising interest rates, a
negative gap would adversely affect net interest incone while a positive gap
woul d result in an increase in net interest income. Conversely, during a period
of falling interest rates, a negative gap would result in an increase in net
interest income and a positive gap would adversely affect net interest incone.
The closer to zero that gap is maintained, generally, the |esser the inpact of
mar ket interest rate changes on net interest incone

Based on certain assunptions provided by a federal regulatory agency, which
managenent bel i eves npst accurately represents the sensitivity of the
Corporation's assets and liabilities to interest rate changes, at Septenber 30
2008, the Corporation's interest-earning assets maturing or repricing within one
year totaled $112.2 nmillion while the Corporation's interest-bearing liabilities
maturing or repricing within one-year totaled $111.8 nillion, providing an
excess of interest-earning assets over interest-bearing liabilities of $400, 000
At Septenber 30, 2008, the percentage of the Corporation's assets to liabilities
maturing or repricing within one year was 100. 4%

For nore information, see "Market Risk Managenent” in Exhibit 13 to the
Corporation's Annual Report on Form 10-K for the year ended Decenber 31, 2007

Item 4T. Controls and Procedures

The Corporation maintains disclosure controls and procedures that are designed
to ensure that information required to be disclosed in the Corporation's
Exchange Act reports is recorded, processed, sunmmarized and reported within the
time periods specified in the SECs rules and fornms, and that such information
is accunul ated and conmuni cated to the Corporation's nanagenent, including its
Chi ef Executive Oficer and Chief Financial Officer, as appropriate, to allow
tinely decisions regarding required disclosure based on the definition of
"di sclosure controls and procedures” in Rule 13a-15(e)

There has been no change nmmde in the Corporation's internal control over
financial reporting during the period covered by this report that has materially
affected, or is reasonably likely to materially affect, the Corporation's
internal control over financial reporting

As of Septenber 30, 2008, the Corporation carried out an evaluation, under the
supervision and with the participation of the Corporation's managenent
including the Corporation's Chief Executive O ficer and Chief Financial Oficer,
of the effectiveness of the design and operation of the Corporation's disclosure
controls and procedures. Based on the foregoing, the Corporation's Chief
Executive Officer and Chief Financial Officer concluded that the Corporation's
di scl osure controls and procedures were effective. There have been no
significant changes in the Corporation's internal controls or in other factors
that could significantly affect the internal controls subsequent to the date the
Cor poration conpleted its eval uation.
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PART 11 - OTHER | NFORVATI ON

Item 1. Legal Proceedi ngs

The Corporation is involved in various |egal proceedings occurring in the
ordinary course of business. It is the opinion of managenent, after consultation
with legal counsel, that these matters wll not materially effect the
Corporation's consolidated financial position or results of operations

Item 1A. Risk Factors

There have been no material changes in the Corporation's risk factors fromthose
previously disclosed in the 2007 Form 10-K



Item 3. Defaults Upon Senior Securities

Item5. Oher Information

(a) Not applicable.
(b) Not applicable.

Item6. Exhibits

Exhibit 31.1 Rule 13a-14(a) Certification of Chief Executive Oficer
Exhibit 31.2 Rule 13a-14(a) Certification of Chief Financial Oficer
Exhibit 32.1 CEO Certification Pursuant to 18 U.S.C. Section 1350
Exhibit 32.2 CFO Certification Pursuant to 18 U.S.C. Section 1350
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Si gnat ures

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
under si gned, thereunto duly authorized.

EMCLAI RE FI NANCI AL CORP. AND SUBSI DI ARY

Date: Novenber 14, 2008 By: /'s/ David L. Cox

David L. Cox
Chai rman of the Board,
President and Chief Executive Oficer

Dat e: Novenber 14, 2008 By: /sl Wlliam C. Marsh

WIlliam C. Marsh
Treasurer and Chief Financial O ficer
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(Back To Top)
Section 2: EX-31.1 (EXHIBIT 31.1)

Exhibit 31.1

Certification of the Chief Executive Oficer
(Pursuant to Rule 13a-14(a))

|, David L. Cox, Chairman of the Board, Presi dent and Chief Executive Oficer,
certify that:

1. | have reviewed this Form 10-Q of Entlaire Financial Corp.;

2. Based on ny know edge, this report does not contain any untrue
statement of a material fact or omt to state a material fact necessary
to make the statements made, in light of the circunstances under which
such statements were made, not misleading wth respect to the period
covered by this report;

3. Based on ny know edge, the financial statements, and other financial
information included in this report, fairly present in all material
respects the consolidated financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant's other certifying officer(s) and | are responsible for



Dat e:

establishing and naintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and interna
controls over financial reporting (as defined in Exchange Act Rul es
13a-15(f) and 15d-15(f)) for the registrant and have

(a) Designed such disclosure controls and procedures, or caused
such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiary, is
made known to us by others within those entities, particularly
during the period in which this report is being prepared

(b) Designed such internal controls over financial reporting or
caused such internal controls over financial reporting to be
desi gned under our supervi si on, to provide reasonabl e
assurance regarding the reliability of financial reporting and
preparation of financial statenents for external purposes in
accordance with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrant's disclosure
controls and procedures and presented in this report our
concl usi ons about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this
report based on such eval uation; and

(d) Disclosed in this report any change in the registrant's
internal control over financial reporting that occurred during
the registrant's nost recent fiscal quarter (the registrant's
fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to naterially
affect, the registrant's internal control over financia
reporting

The registrant's other certifying officer(s) and | have disclosed

based on our nobst recent evaluation of internal control over financia

reporting, to the registrant's auditors and the audit committee of the
registrant's Board of Directors (or persons performng the equivalent
functions)

(a) Al significant deficiencies and material weaknesses in the
design or operation of internal control over financia
reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, sunmmarize and report
financial information; and

(b) Any fraud, whether or not material, that involves managenent
or other enployees who have a significant role in the
registrant's internal control over financial reporting

Novenber 14, 2008 By: /'s/ David L. Cox

David L. Cox
Chai rman of the Board,
President and Chi ef Executive Oficer

27

(Back To Top)
Section 3: EX-31.2 (EXHIBIT 31.2)

Exhibit 31.2

Certification of the Chief Financial Oficer
(Pursuant to Rule 13a-14(a))

Wl liam C. Marsh, Chief Financial Oficer and Treasurer, certify that

1.

2

| have reviewed this Form 10-Q of Entlaire Financial Corp.

Based on ny know edge, this report does not <contain any untrue
statement of a material fact or omt to state a material fact necessary
to make the statements made, in light of the circunstances under which
such statenments were nmade, not nmisleading wth respect to the period
covered by this report

Based on nmy know edge, the financial statements, and other financia
information included in this report, fairly present in all nmateria
respects the consolidated financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented
in this report;



4. The registrant's other certifying officer(s) and | are responsible for
establishing and nmaintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and interna
controls over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have

(a) Designed such disclosure controls and procedures, or caused
such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiary, is
made known to us by others within those entities, particularly
during the period in which this report is being prepared

(b) Designed such internal controls over financial reporting or
caused such internal controls over financial reporting to be
desi gned under our supervi si on, to provide reasonabl e
assurance regarding the reliability of financial reporting and
preparation of financial statenments for external purposes in
accordance with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrant's disclosure
controls and procedures and presented in this report our
concl usi ons about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this
report based on such eval uation; and

(d) Disclosed in this report any change in the registrant's
internal control over financial reporting that occurred during
the registrant's nost recent fiscal quarter (the registrant's
fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to naterially
affect, the registrant's internal control over financia
reporting

5. The registrant's other certifying officer(s) and |I have disclosed
based on our npbst recent evaluation of internal control over financia
reporting, to the registrant's auditors and the audit committee of the
registrant's Board of Directors (or persons performng the equivalent
functions)

(a) Al significant deficiencies and nmaterial weaknesses in the
design or operation of internal control over financia
reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, sunmarize and report
financial information; and

(b) Any fraud, whether or not material, that involves nmanagenent
or other enployees who have a significant role in the
registrant's internal control over financial reporting

Dat e: Novenber 14, 2008 By: /sl WIlliam C. Marsh

Wlliam C. Marsh
Treasurer and Chief Financial O ficer
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Exhibit 32.1

CEO CERTI FI CATI ON PURSUANT TO
18 U.S.C. SECTION 1350

In connection with the Quarterly Report of Entlaire Financial Corp. (the
Corporation) on Form 10-Q for the period ending Septenber 30, 2008 as filed with
the Securities and Exchange Conmi ssion on the date here (the Report), |, David
L. Cox, Chief Executive Officer of the Corporation, certify, pursuant to 18
U S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully conplies wth the requirenents of section
13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in
all material respects, the consolidated financial condition
and result of operations of the Corporation



/'s/  David L. Cox

David L. Cox
Chai rman of the Board,
Presi dent and Chief Executive Oficer

Novenber 14, 2008
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Exhibit 32.2

CFO CERTI FI CATI ON PURSUANT TO
18 U.S.C. SECTION 1350

In connection with the Quarterly Report of Entlaire Financial Corp. (the
Corporation) on Form 10-Q for the period ending Septenber 30, 2008 as filed with
the Securities and Exchange Commi ssion on the date here (the Report), I, WIliam
C. Marsh, Chief Financial O ficer of the Corporation, certify, pursuant to 18
U S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully conplies wth the requirenents of section
13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in

all material respects, the consolidated financial condition
and result of operations of the Corporation.

/sl WIlliam C. Marsh

Wlliam C. Marsh
Treasurer and Chief Financial O ficer

Novenber 14, 2008
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